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ZODIAC LTD. 


lfost operations are conducted through a subsidiary company 


Zodiac Industries Ltd. 


which has two basie businesses: 


Canada Flooring Division 


Principal Ojfice and Plant ~~ 1304 Beaumont Street, 
Montreal 304, Quebec 


Branch Office and Warehouse — 41 Drummond Street, 
Mimico, 
Toronto 500, Ontario 


Supreme Mattress Division 


Principal Office and Plant a St-Narcisse, 


Champlain County, Quebec 


Branch Office and Warehouse — 3506 St. Joseph Blvd. E., 
Montreal 406, Quebec 


Directors 


JEAN CAMPEAU, L.S.C. 
MIcHEL A. DAvID, B.coM. 
PAuL-A. DIONNE 

F. H. Gopin, Enc. 

S. GopDIN 

EmeE Lacrorx, Q.c. 
Rocer MARTEL 

J. G. PORTEOUS, Q.c. 


Morris SHOHET 


Officers 


F. H. Gopin, EnG., President 
JEAN CAMPEAU, L.S.C., Vice-President and Treasurer 


KENNETH DONE, C.F.A., Vice-President, Administration 
and Corporate Development 


MICHEL A. DaAvID, B.coM., Vice-President 
J. G. PORTEOUS, Q.c., Secretary 


J. COURTEMANCHE, C.A., Assistant-Secretary-Treasurer 


Auditors 


Clarkson, Gordon & Co. 


Transfer Agent and Registrar 


General Trust of Canada, Montreal 


Bankers 


The Royal Bank of Canada 


Head Office 


360 St. James Street, Suite 500, Montreal 126, P.Q. 


TO THE SHAREHOLDERS: 


The year ended October 31, 1969, was characterized by a more aggressive attitude on the 
part of management, and demonstrated the advantages of at least a modest diversification. The 
declining volume of business available to our Canada Flooring Division adversely affected sales 
in the latter half of the fiscal year, but this was largely compensated by the inclusion of operations 
of Supreme Mattress from the June Ist effective date of acquisition. Earnings from operations 
before interest and depreciation were virtually unchanged on the year, but higher depreciation 
and interest charges, and the absence of any comparable non-recurring investment profits, reduced 
net earnings to $299,930, from $350,036 in 1968, or $0.51 and $0.58 respectively per class ‘‘A”’ 
share, based on the average number of shares outstanding. 


Canada Flooring Division 


This has been a difficult year for Canada Flooring. Our greatest strength has traditionally 
been in providing floors for single, detached houses, and it is noteworthy that in Metropolitan 
Montreal completions in this category in our fiscal year were down 31% from the previous year. 
We were also hurt by rising raw material costs, at a time when competition prevented this from 
being promptly reflected in finished products prices, and indeed our primary material, oak, did 
not follow the subsequent decline of most lumber prices. 


In view of the uncertain outlook for residential construction in the current year, due to “‘tight’’ 
money and economic uncertainties, we have instituted a programme to reduce expenses in order 
to restore the margin of profit on anticipated reduced sales. 


Supreme Mattress Division 


The acquisition of Supreme Mattress was a major step in corporate diversification, and we are 
highly gratified with the performance to date. Since the transaction took place, sales have shown 
a substantial gain over the same months of the preceding year, and a satisfactory margin of 
profit is being maintained. 


Our budget for the current fiscal year provides for a higher volume of Supreme mattress sales, 
supplemented by new products which we plan to introduce in time for the Spring selling season. 
We have also made arrangements to import and distribute a broad line of Danish quality highly- 
styled garden furniture. 


Financial 


Our total assets increased by approximately $1,500,000 during the year, reflecting in large 
measure the acquisition of Supreme Mattress and higher year-end inventories at Canada Flooring. 
Working capital declined $91,000, but at $1,536,943, with a 1.8:1 ratio, is considered satisfactory. 
The ratio of long-term debt to equity was reduced to 1.39:1 from 1.61:1. 


At Special General Meetings preceding the Annual Meeting, our shareholders will be asked 
to approve a by-law to eliminate the deficit appearing in the balance sheet of the parent company. 
Such approval will place the Company in a position to pay dividends out of future earnings. The 
creation of Preferred Shares will become possible, after which such shares could be issued for in- 
creasing capital, for acquisitions or other purposes. This will also permit, eventually, the payment 
of dividends on other shares. 


Future 


Our policy is to emphasize the expansion of our two existing divisions, building products and 
home furnishings. To this end, we are presently conducting feasibility studies on new products, 
and are actively investigating acquisition possibilities in our two chosen sectors and in other fields 
where specific situations appear to offer unique or especially favourable advantages. 


Directors and Employees 


It is with regret that your Board has accepted the resignation of Mr. Robert Langevin as a 
director of the company, and wishes to express its appreciation of his support and counsel. His 
decision was prompted by his concern over potential conflicts of interest with respect to Supreme 
Mattress, and is typical of the sincerity and business judgment from which we have benefited. 


Mr. Kenneth Done, who was formerly Assistant to the President, has been appointed Vice- 
President for Administration and Corporate Development. 


At this time, I would like to express my appreciation for the contribution made by all our 
employees in the past year and, in welcoming the people of Supreme Mattress, I wish to extend 
a special note of thanks for their cooperation during the changeover period. 


F. H. Gopi, 
President. 


Montreal, January 30, 1970. 


4 ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 
For the Year Ended October 31, 1969 
(with comparative figures for 1968) 


1969 1968 
Net sales. 2... 6055 ser pe ae ei en ee $7 ,688 ,219 $6 , 953 , 857 
Cost of sales, operating, selling and administrative 
expenses:.../ Givis aokkmnp can oo 6-8 apne ee eae 7,041 ,897 6 ,306 , 396 
Earnings from operations before depreciation and 
financial charges’... 0.5.45 se eee 646 ,322 647 , 461 
Depreciation and financial charges: 
Dépreciation: 4 gpsals Sink ee 147 ,698 120 ,600 
Amortization of discount and expenses on 
long-term debtii2. 34. jnn diate eee gE A Ye) 11,796 
Interest:on bank loans’... >... 3223 eee 31 ,907 37 ,916 
Interest on long-term debt................ 179 ,576 371 ,899 168 ,643 338 , 955 
Earnings from operationsne s5 0-4-7 6 eee 274 ,423 308 ,506 
Other income: 
Profit on purchases of debentures for 
cancellation 24.@.n.ee be che eee 25 ,507 13,217 


Profit on sale of investments.............. = 25 ,507 28 , 313 41,530 


Net earnings for the year (note 6).............. $ 299,930 $ 350,036 


ZODIAC LTD. AND ITS SUBSIDIARIES 5 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Year Ended October 31, 1969 
(with comparative figures for 1968) 


1969 1968 
Source of funds: 
Sen r er amETOIO TOD CTALIONS 2), 20-456 Ao a be in wi Se ev ian ne nb bs bee ewe $ 274,423 $ 308,506 
Add expenses not requiring a cash outlay — 
UTS OTE orn CG a8 reo ee 6 Sei bo Wn a Ae ae osu ee 147 ,698 120 ,600 
PEnOELIzation Of deterred charges... . 6... 66s se eo eee ena ek 1218 11,796 
434 839 440 ,902 
PeEereer MEP ALOTIT OOD: ko cians, yk kde ie sawn ds Greer ea nes 393 ,000 — 
Deferred income taxes of a new subsidiary......................00.. 236,022 — 
WIR ECH IGN BEG HONGTOS fo io.) e oe aioe wad ate CAG Sa wioa naa Smale antes Tae 100 ,000 — 
Profit on purchases of debentures for cancellation.................... 25 ,507 13 ,217 
EM CONE OUCTL IME ho Pir te ck cd oil ale SSR d a) eh OE ee — 88 ,315 
PMEeLE CI OM AG 1OGO. DFOVISION), (oo. os oes cde ee es Malet ee oe as 10 ,000 
1,189 ,668 552,434 
Application of funds: 
feetetase Olesen asseis (net he PA GE es A 903 ,048 146 ,863 
PRE SEROSECOOU Whi yar. Pot ith sence noe ME Cie ee Bk a HO OR meinen 188 ,957 — 
Preece ion plone teri Geb 5.4... seo oi ne 8 Loe ek mer 174 ,998 83 , 885 
Pie ene MReLCLerredtcnargeSc i... 2. as ee kk Gee as oe oes ome er 13 ,908 — 
1,280,911 230 , 748 
Increase (decrease) in working capital... ........... 666. c eee eee (91 , 243) 321 ,686 


Working capital at beginning of year ............25 00000 e eee ees 1,628 , 186 1,306 ,500 


Working capital at end of year. .............0 00000 e eee eee $1 ,536 ,943 $1 ,628 ,186 


ZODIAC LTD. 
(Incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
(note 1) 


October 31, 1969 
(with comparative figures for 1968) 


ASSETS 


Current assets: 


Inventories of finished products, raw materials and plant supplies (note 2). 
Income taxes receivable... 3.5.03 sree eee ee ee ee 


Prepaid experises’.jo-. ci oo.5 steps a cena 


Total current: assets: 34 4 ee ee eee 


Fixed assets: (note 3) 
Land, buildings, machinery, equipment and vehicles.................. 


Less accumulated depreciation. ~ 32505 ene eee ee 


Deferred charges: 


Long-term debt discount and expenses, at cost less amortization....... 


Goodwill, at. COS isin Peo a ee eee 


Signed on behalf of the Board, 


F. H. Gopin, Director 


JEAN CAMPEAU, Director 


1969 


$ 116,316 
1,187,839 
2,160,727 

23 ,303 


84 , 406 


3,572,591 


5,511,802 
2,433,781 


3,078 ,021 


47 ,092 
188 ,957 


$6 886 , 661 


1968 


$ 68,168 
1,249,571 
1,596,751 

14,690 
90 , 626 


3,019 , 806 


4,308,443 
1,985,772 


2,322,671 


45 ,902 


$5,388 , 379 


LIABILITIES 


1969 1968 
Current liabilities: 
PM MES MESCOUIEOCE ite ss te Be bin cd ere a ok ee $ 910,000 $ 555,000 
Accounts payable and accrued charges............................ 945 ,246 677 , 224 
PES REARS DAVAO Wi eR 8 ee wou es pono Gen a a ee 137 ,558 126 ,396 
eirrent portion of long-term debt... ..-2..... 6... 00. ek eee. 42 ,844 33 ,000 
eee MOMEVeTULIADIINIES Ay ait iis gk Sak san Shoo bu dd cn oewnnen can 2 ,035 ,648 1,391 ,620 
MERE UTNCOCD Es (NOLO A) = ois. aps ois SUS twa en ba eda BEY es 2,684 ,837 2,466 ,835 
RUEEIIE CONIC LULOS oa occ sa uno on ss noha avs ucseckmacentoe 236,322 2S 
Shareholders’ equity: 
Capital stock (note 5) 
Issued and outstanding- 
Me SMA CLAS IN) SAT OS eo ohh ae oe ey oo oR a Ee 1,815 ,840 1,715 ,840 
(428,960 in 1968) 
Din OOU eens. Es OSNATOS ora fo oe) lic Pav ca 9 Hees ple ees 300 ,000 300 ,000 
2,115,840 2,015 ,840 
eMICEMIVCTY SUPDIUS 560055 Veen ae Ac tare eb sa was aie toe ea Dee ae 37 ,660 
eee Or cr Er. Wn de ag tes Ca R ace «1 etane (780 , 217) (1,117,807) 
Excess of appraised value of certain fixed assets over cost (note 3).... 594 , 231 594 , 231 
UAL Sarenomenrs \CQUILY. 505 cs he ee ei eins eae hee 1,929 ,854 1,529 ,924 


AUDITORS’ REPORT 


To the Shareholders of 
ZODIAC LTD.: 


$6 , 886 , 661 


$5 388 ,379 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1969 
and the consolidated statements of earnings, deficit and source and application of funds for the year then ended and 
have obtained all the information and explanations we have required. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 

In our opinion and according to the best of our information and the explanation given to us, and as shown 
by the books of the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct 
view of the state of the affairs of the companies as at October 31, 1969 and the results of their operations and the 
source and application of their funds for the year then ended, in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 

CLARKSON, GORDON & CO. 


Montreal, Canada, 


January 5, 1970. Chartered Accountants 
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ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF DEFICIT 


For the Year Ended October 31, 1969 
(with comparative figures for 1968) 


1969 1968 
Deficit.at begirining of year). 5 ee SL, 417807 $1 477,843 
Deduct: 
Net earnings. for:the year 2.24... canno baie ee ee 299 ,930 350 ,036 
Transfer from-contributed surplus: 9...-..0. seer ea eee 37 , 660 ae 
Adjustment of a 1966 provision...» 2325). a4 7u ee ee ee — 10 ,000 
337 ,590 360 ,036 
Deficit at. end: of Wear «0. 5 3. 3.448 dane CU ee ee $ 780,217 $1,117,807 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1969 


1. Consolidation 


The accounts of all subsidiary companies have been included in the consolidated financial statements. 
The income and expenses of the subsidiaries acquired during the year are included in the statement 


of earnings from the dates of acquisition. 


2. Inventories 1969 
The inventories are made up as follows: —— 
Finished products, valued at the lower of cost or realizable value... . $ 610,113 
Raw materials, valued at the lower of cost or replacement value..... 1,367 ,398 
Plant. supplies, valued. at:cost; ..\... sae ee ee eee 183 , 216 
$2,160,727 


3. Fixed assets 


1968 


$ 375,705 
1,057,835 
163,211 


$1,596, 751 


Most of the land is carried in the accounts at appraised values. These values amounting to $1,346,000 
were determined by Canadian Appraisal Company at August 31, 1963. The excess ($594,231) of 
these values over cost is classified as part of shareholders’ equity. The remainder of the fixed assets 


are valued at cost. 


6. 


Secured long-term debt 


9% Mortgage payable maturing June 15, 1974, repayable in equal and 
consecutive monthly instalments of $9,618, capital and interest, and 
the balance of approximately $959,000 on June 15, 1974. oe 

7% Mortgage payable maturing July 31, 1979, repayable in eauad Rl 
consecutive annual instalments of $43, 750, capital only, from July 
31, 1972 | 

8% Mortgage payable maturing October 15, 1971, repayable in quarterly 
instalments of $5,250, capital only, and of $5,500 from January 15, 
Me AT a ale Ne Se Me! aided 1, aly vapid yw epee owe eee 

744% Mortgage payable maturing April 1, 1970, repayable in equal and 
consecutive monthly instalments of $314, capital and interest...... 


Unsecured long-term debt 


6%% convertible debentures, series ‘‘A’’, maturing June 15, 1974 (with 
the covenant to purchase for cancellation, in each calendar year up to 
1973, $25,000 of such debentures provided they can be purchased at 
a price not exceeding their principal amount) after deduction of 
$83 ,000 of debentures purchased but not yet cancelled........... 


Less instalments shown in current liabilities......................... 


Capital stock 
The Company’s authorized capital stock is as follows: 
2,500,000 class ‘‘A”’ participating shares, preferred non-cumulative 
dividend of $0.24 per year, par value $4each.......... 


300 ,000 class ‘‘B’”’ shares, with 5 voting rights per share, par value 
SECC eg MEM te oh ok ret cain Mad ey tee a eae ee 


1969 


$1,077 ,837 


350 ,000 


43 ,000 
1,844 


1,472,681 


1,255 ,000 


2,727,681 


42 844 


$2,684,837 


1968 


$1,106 ,503 


5,332 


1,111,835 


1,388 ,000 


2,499 ,835 
33 ,000 


$2,466 , 835 


$10 ,000 ,000 
300 ,000 
$10 , 300 ,000 


During the year the Company issued 25,000 class ‘“‘A’”’ shares at their par value in partial consideration 
of the purchase price of the shares of a new subsidiary (Zodiac Realties Inc.). 
At October 31, 1969, the Company had reserved 227,121 class ‘‘A”’ shares for the exercise of options 
and for the conversion of the 614% convertible debentures, series “‘A”’ as follows: 


Number 
of shares 

Options: 
Py eee ese oA Ss Say ahs ae 5 Ses oS 15 ,000 
CLS ee Ee Ot 8 Mel «ota lai He, S* <8 5 ,000 
Meonversion Gf denentures .. Mai. oy 658 fhe. bs ee eee 207 ,121 
227,121 


Price 


$4.00 
7.00 
6.46 


Expiry Date 


30th April 1974 
15th June 1970 
15th June 1971 


*From June 16, 1971 to June 15, 1974, the debentures will be convertible into 166,833 class ‘‘A’”’ shares at $8.02 


per share. 


Income taxes 


No income tax is payable in respect of the net earnings for the years 1969 and 1968 as a result of the 


carry-forward of losses of prior years. 


‘reaA oy} SulInp Surpueysyno soreys eseleAe UO posed, 
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ZODIAC LTEE 


STATISTIQUES POUR LES 7 DERNIERES ANNEES 


1963 1964 1965 1966 1967 1968 1969 
WiGHt Cae re ere he tees ae ote $4,399,592 $5,418,908 $6,194,493 $6,798,243 $7,918,633 $6,953,857 $7,688,219 
Moins Dépenses. .... . 0: 2.5... 4,004 ,333 5 ,005 ,530 5,719 ,636 6 , 235 ,091 7,190 ,096 6 ,306 , 396 7,041 ,897 
Bénéfices brut d’exploitation ... 395 , 259 AV3,315 474 ,857 563 , 152 ERE EE 647 ,461 646 ,322 
Moins: Dépréciation.......... 69 , 268 70 ,040 115 ,061 148 ,891 143 ,627 120 ,600 147 ,698 
Enterel te et tas. < sh  o 17 ,866 103 ,629 2o0 yhoo l 261 ,073 2595305 206 ,559 211 ,483 
Amortissement........ 3 3,900 LIs6 74 11,125 L277 11,796 42,718 
87,134 177,569 361 , 869 421 ,089 394 , 257 338 , 955 371 899 
Bénéfices d’exploitation avant 
gEM OLMIS 308 , 125 235 , 809 112 ,988 142 ,063 334 , 280 308 ,506 274 ,423 
Investissements: 
Dividendes & Intéréts acquis Ee 53 ,337 76 , 968 21,403 465 — = 
Profits (Pertes) sur Ventes 
(y compris réduction de 
certains placements)... — 45 , 239 118,156 ( 2,484,769) 22,774 41 ,530 25 ,507 
98 ,576 195,124 ( 2,463,366) DAS Zoo 41 ,530 25 ,507 
Bénéfices nets avant impét..... 308 , 125 334 , 385 308,112 ( 2,321,303) 357 ,519 350 ,036 299 ,930 
Impotsur-le Revenu.:........; 149 , 336 1125569 68 , 700 68 ,000 = — eae 
Bénéfices nets (Pertes)......... $ 158,789 $ 221,816 $ 239,412 ($2,389,303) $ 357,519 $- 350,036 $ 299,930 
Bénéfices (Perte) par Action: 
lis Ge NN eis nie kG 32¢ 40¢ 43¢ ($3.38) 59¢ 58¢ *51¢ 
O) CY CT ad & ie ge ok are eee eee 8¢ 16¢ 19¢ ($3.14) 35¢ 34¢ *27¢ 
Bénéfices avant Amortissements 
(Cash Flow): 
Classe oA Gos ce ee te mm 41¢ 50¢ 60¢ ($3.16) 80¢ 76¢ Mien 
Classe Bes te. Beem ete o s 17¢ 26¢ 36¢ (32-92) 56¢ 52¢ *A8C 


*Basé sur le nombre moyen d’actions en circulation au cours de l’année. 
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SIX MOIS 


J ETAT CONSOLIDE DES BENEFICES 
ZN pour les six mois terminés le 30 avril 1969 
IEEE, 


(avec chiffres comparatifs pour 1968) oe 


1969 1968 


(sous réserve de vérification) 


VOntES Ret LeS oo $3, 627, 321 $3, 250, 051 
Dépenses d’exploitation .. ............, 3, 323, 866 2, 919899 
Bénefices:d exploitation <-- e 303, 455 330, 152 
AASTIOTUISBCINIETILS 3 ee 65, 100 78, 421 
Dépenses a inter et == ee a 102, 293 £21, 797 
Bénéfices nets d’exploitation .........2... 136, 062 129, 934 
WHLTES FOVENUS cae ee pee ee 6, 325 13, 506 
a Bénchices nets oe ee 142, 367 143, 440 
a .. | Fonds de roulement = a ee 1, 707, 613 1,331, 225 
Avoir-des-actionnaires <2) 1, 665, 472 1, 313, 705 
Bénéfices nets par actions Classe “A”... ..... 25¢ 25¢ 
Classe he ee 13¢ 13¢ 


Malgré des ventes 11.6% plus élevées que pour le premier semestre de |’an dernier, 
les bénéfices d’exploitation ont baissé de 8.2%, principalement a4 cause de l’augmenta- 
tion du prix du bois qui ne s’est pas traduite par une hausse correspondante des prix 
des produits ouvrés. Nous comptons que la tendance favorable des ventes continuera 
jusqu’a la fin de l’année, et nous prévoyons une amélioration de la marge des bénéfices 
d’exploitation. 


Notre situation financiére se bonifie rapidement, tant par une augmentation de 
& ? $376,000 du fonds de roulement que par une réduction de $63,000 de la dette a long 
Zodiac i Lee terme, dont il résulte une augmentation correspondante de |’avoir des actionnaires de 


$352,000 par rapport a l’année précédente. 
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